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FRGH: Chief, Contact Diviaion

SUBJECT: Direction to Be Given Those Recelving Payment for Services,
$n Connection with Reporting Such Payment for Income Tex

Parpoues,

25X1
1, Edther in ecommection with support for the | | or in payment

for such services as translation and interpreting, most of the ofices have beon
ealled upon, at one time or another, to make cash cutlays which cleerly represent
earned income to the individual to whom payment is made, Thias, of course, presents
the problem of hou this income should be reported by that individual in his income
tex return or returnsj also, vhether we should, in each case, bring the matter to
hig attention and direct him how it should be dome, It is not possible for us to
potify the Buresu of Internal Revemme {and the state tax authority in thossstates
heving taxes on inecoms) of each such case, both becsuse the individual msy not
yeport the income and we are not in the tusiness of preventing tax evasion, and
becanse of the security problem invelved in revealiny the identity of our contacts
to unclesred personnel in the tax offices.

2, We heve concluded that in each case vhere we are asked by the individual
how the income should be reported, or where the payment 1s so gubstantial that the
question is obviocusly going to be a problem, the Intelligence Officer tandling the
paymont should advise the payee to report the incoms as received from & tSpeolal
project of the United States Govermment®, At the same time, he shonld also be told
thet vhen and if his return is audited and if the qusation of the source of this
perticuler income 1s pressed, to advise the agent that he will check the matier
with the Govermment and Wdc the proper anewer shortly., Uhen he then presents
the question to the Fleld Office ecencerned, 1f that office will so advise
Operations, each case will DY handled as the partionlar circumstances indleate,
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